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: People, Events, Techniques

people, events, techniques
Financial Executives Institute Committee Finds No Need for Legislation
To Require Pension Plan Vesting, Portability, Funding, or Insurance

The growing criticism of the pri
vate pension system is not justified,
and federal legislation covering
vesting, portability, funding, and
insurance of pension plans is not
necessary.
That is the conclusion reached
by the Committee on Employee
Benefits of the Financial Execu
tives Institute in a background
paper recently distributed to FEI
members.
In the past few years the private
pension system has come under
mounting attack. Critics have
charged that not enough workers
are covered, particularly those at
lower income levels, and that many
covered workers will never collect
the pensions they expect because
of job turnover and inadequate
funding of pension plans. (See, for
example, the review of The Future
of Private Pensions by Merton C.
Bernstein, M/S, September-Octo
ber ’64, p. 57.)
As a result, reforms have been
recommended by the President’s
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Committee on Corporate Pension
Plans and Other Private Retire
ment and Welfare Programs, the
staff of the Subcommittee on Fis
cal Policy of the Joint Economic
Committee of Congress, the Inter
nal Revenue Service, and others,
and some have been embodied in
various bills now before Congress.

Praises present system
The Financial Executives Insti
tute committee, however, offers
high praise for the existing private
pension system. These are the prin
cipal conclusions of its study:
“Vesting of pension rights has
become prevalent without being
required by law.” (More than 70
per cent of all plans already have
some vesting provisions.)
“Portability of pension credits is
unnecessary if transferring employ
ees with vested rights are given a
formal statement of the pension
they will receive from their former
employer.

“Advance funding of pension
obligations should be encouraged,
but uniform standards should be
avoided.
“Insurance of pension plan obli
gations
(sometimes incorrectly
called reinsurance) would be im
practical, inequitable, and unnec
essary if sound funding and dis
closure practices are followed.
“Attention should be focused
on developing practical alterna
tives to the mathematical approach
which the Treasury Department
has proposed
a Social Security
integration test.”
The FEI study proposes four
basic concepts on which public
policy governing private pension
plans should be based:
“Public policy should encourage
flexibility in the design of private
plans to meet the individual needs
of employers and their employees.
“Public policy should encourage
adequate funding of pension lia
bilities so that benefit expectations
can be fulfilled when they come
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tablished.
And the two young men at
Dr. Briloff surveyed 72 members
“Public policy should encourage
Boise, undaunted by all these
of the “financial community” and
private plans to inform employees
64 members of the accounting pro
somewhat dramatic proceedings,
of all material facts which concern
fession, he reports in a recently
quietly went back to work and
the fulfillment of their pension ex
published book (The Effectiveness
came up with something one step
of Accounting Communication,
pectations.
better than the Exodus I—called,
“Public policy should require
Frederick A. Praeger, Inc., New
of course, Exodus II.
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sibility for those individuals who
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consisting of a 100-page manual
Private pension plans, the report
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asserts, “will continue to develop
vestment analysts; 15 government
lates programs written for IBM’s
officials, lawyers, and others in the
in ways that are consistent with
1410 and 7010 computers into in
public policy. Rigid requirements
“financial community”; 17 repre
structions understood by IBM’s
covering vesting, portability, fund
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programs written for the IBM 1401
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Fifty-three per cent of the re
computer (there are around ten
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additional laws and regulations in
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of management services by CPAs
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per cent of the representatives of
the Exodus systems.
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the financial community were con
And this time, IBM concedes
Last March the Wall Street Jour
fident that management services
that the system is an “outstanding
nal reported that two young work
would have no effect on the opin
achievement.”
ers at Boise Cascade Corp., Idaho,
ion, compared to 69 per cent of
had succeeded in doing something
those in the accounting profession.
that IBM said couldn’t be done.
Only 22 per cent of the financial
'Financial Community’
IBM said it was impossible to
community regarded management
develop a system to convert exist
services
compatible with the in
Opposes Some CPA
ing computer programs to fit some
dependence and the traditions of
the auditor. In contrast 72 per cent
of the powerful new third genera
Management Services
of those in the accounting profes
tion computers. When the two
Many members of the financial
sion (94 per cent of the “Big
young men at Boise, Ronnie Tim
community consider the rendering
Eight”) considered management
Hoppins and Wilbert Tadlock, Jr.,
of management services by CPAs
services compatible with inde
came up with just such a system,
to
be
incompatible
with
the
inde
IBM still refused to buy the idea.
pendence, and 67 per cent of the
pendent audit function. Such, at
profession (88 per cent of the “Big
But Computer Sciences Corp. did
least, is the finding of a City Uni
(see news story, M/S, May-June
Eight”) found them compatible
versity of New York professor from
with auditing traditions.
’67, p. 7) and offered to market the
a survey conducted for his doctoral
Although the term management
conversion plan, Exodus I, for
dissertation.
services was not defined in the
Boise Cascade under a royalty
Some accountants have been
agreement.
questionnaire, the survey respon
arguing that CPAs who perform
dents were given a chance to eval
management services for compan
uate the desirability of accountants’
Program improved
ies whose books they audit thereby
performing specific services. They
impair their “appearance of inde
So far Computer Sciences has
were asked whether CPA firms
pendence” in the eyes of “reason
sold 35 of the conversion systems
should offer each of a dozen ser
able
observers.
”
(See
news
story,
for a total of $300,000—the very
vices to companies they audit.
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Only two of these services—ac
quisition evaluation and advice on
corporate reorganization—were ap
proved by a majority of the re
spondents in the financial commu
nity; more than half were endorsed
by the members of the accounting
profession. Fewer than 10 per cent
of the members of the financial
community believed it desirable
for CPAs to appraise organizational
structure, prepare an executive de
velopment program, determine
market potentials and plan profit
able sales territories, determine
sales quotas and salesmen’s incen
tives, analyze job functions and
responsibilities of the company’s
personnel, or determine the rela
tive contributions of company per
sonnel.

: People, Events, Techniques

Insurance Companies

Warned to Automate
An existing profit gap between
large and small insurance com
panies will grow more acute unless
smaller companies move to auto
mate their businesses.
The speaker, not unnaturally,
was an executive of a computer
manufacturer, C. Richard Harrison,
life insurance marketing manager
for Honeywell’s Electronic Data
Processing Division.
Harrison drew a distinction be
tween insurance operations and
those of other types of business in
a speech before insurance execu
tives in New York.

“Unlike other industries that
manufacture a variety of products
with different capabilities, insur
ance companies offer the same
product for about the same price
and compete for the same market,”
he said. “With the help of auto
mation, large insurance companies
have gained an edge over smaller
firms because they have reached
high levels of sophistication with
their computers.”
This has allowed them to reduce
operating expenses in many of the
heavy paperwork areas and thus
provide broader services.
January-February, 1968
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Peat, Marwick, Mitchell & Co. data processing manager Donald Adams (left)
demonstrates some of the equipment in
firm's new computer training cen
ter to A.
Natelli, partner in charge of PMM's office in Milan, Italy.

Peat, Marwick Installs GE Computer to Train
Staff Accountants, Some Client Personnel
Peat, Marwick, Mitchell & Co.,
the New York-based accounting
firm, has inaugurated a new train
ing system that makes it the first
such
to employ a computer
exclusively for training personnel.
According to Donald Adams,
manager of data processing, Peat,
Marwick is emphasizing computer
training because of the rapid
growth in the number of client
companies that are resorting to
computer tapes and disks to store
vital business information. Ac
countants must have a thorough
working understanding of com
puter programing in order to audit
such firms, he said.
The new system will also help
Adams and his staff to expand the
training system to simulate more

accurately an ever increasing va
riety of business environments that
auditors are expected to encounter.
Adams and his staff will employ
a GE-115 computer that has been
installed in Peat, Marwick’s train
ing center at 70 Pine Street for
“hands on” training of all account
ants who have been with the com
pany for more than two years. Two
computer classes have already been
set up: one is a basic class for 20
students who attend for one week
and the second is a week-long
“hands on” session for 20 students
who will actually learn to program
and operate the GE-115. A third
session to last two weeks for teach
ing the COBOL language is sched
uled for next spring.
Some 400 Peat, Marwick staff

11

3

Services:
A MagazineWhat
of Planning,
Systems,
Controls,
5 [1968], No. 1, Art. 2
members Management
from around
the world
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reallyand
want
from Vol.Illinois
Establishing
are scheduled to attend the com
this job—security, income, prestige,
puter sessions this year, and Peat,
power, professional growth? Does
Centralized Computer
Marwick estimates that some 7,000
the new job in the new company
Information System
of its accountants and executives
match your set of values?
from this country and 10,000 world
What does the new company
A centralized information and
wide are candidates for the ad
really expect of you? This should
communication
system is to be es
vanced computer training course.
be spelled out in writing, along
tablished
by
the
Illinois Secretary
Also, a number of client staff mem
with any promises that are made.
of
State
in
the
state capital at
bers, most of them in internal au
You’ll probably have to write the
Springfield; when it becomes fully
diting, are now being admitted to
letter yourself, but by accepting it
operational in 1970-1972, it is esti
the training sessions as opportuni
your new employer will have put
mated it will produce savings for
ties permit.
his intentions on record, which will
the state and for counties and mu
be helpful to everyone
the mem
nicipalities of $13 million a year.
ory of your initial conversation
Secretary of State Paul Powell
fades.
Suggestions Offered
said that law enforcement depart
ments all over the state will be
On How to Evaluate
Meet coworkers
able to communicate with the cen
Have you met all the key peo
tral computer via teletype to ob
Prospective Jobs
ple with whom you’ll work—includ
tain information on license plates
In this affluent age, the average
ing potential associates and sub
and drivers’ licenses for the state’s
executive, offered a new job, makes
ordinates as well
the boss? Are
5 million motor vehicles and 5.5
up his mind on the basis of far less
they the kind of people you will
million drivers.
information than he would require
find interesting, stimulating, and
large-scale, time-sharing Bur
in buying a new boat.
dependable over the years?
roughs computer system, the
At least that’s the belief
What is the company’s executive
B6500, valued at $5.1 million, is
Charles E. Fox, of Billington, Fox &
turnover record? Have many key
scheduled for delivery in the third
Ellis, Inc., Chicago-based executive
people left in the past few years?
quarter of 1969. Until then the
recruitment firm.
Look at past annual reports for
Secretary of State’s office will use
“ rising executive hears of an
name changes and try to find out
a B3500 to set up and use infor
apparently attractive job opening
what happened. Contact an ex
mation files and programs that will
and consents to have lunch with
employee for inside information
be transferred later to the larger
a representative of the
that’s
you can’t get any other way.
computer.
looking for help,” he said. “If all
When the new
goes on
goes well at lunch, the candidate
the
air
24
hours
a
day,
seven
days
Spot 'sinking ships'
subsequently visits headquarters
a week, municipalities will be able
What does the company’s history
and meets a few senior managers.
to increase parking ticket revenue
suggest about its future? Is its
“Chances are, he doesn’t even
by $5 million a year, Powell said.
competitive position sound? Does
see the staff members he’ll be
As it is, some 2,500,000 tickets at
a single major customer control
working with day in and day out.
$2 each are uncollectible every
its destiny? There may be a mer
“He
a few of the obvious
year because identification of ve
ger right around the corner. “If you
questions, then goes home to dis
hicle owners is too slow.
go to work for a company that’s a
cuss the offer with his wife. With
Faster access to vehicle and
sinking ship, you can’t call the
out much further thought he
driver information will also be a
phones to arrange which day he’ll
Coast Guard for help,” Mr. Fox
big help to law enforcement agen
report to work at his new desk.”
said.
cies in apprehending suspect indi
“If the decision involved buying
What is the company’s guiding
viduals and vehicles, Powell said.
a boat for weekend recreation
philosophy? “If it is too different
With the new system, the present
rather than his life work, he’d
from your own approach to busi
time lapse of 45 minutes to prop
spend weeks inspecting various
ness, you’ll be miserable sooner or
erly identify a car believed to be
models, studying brochures, and
stolen will be cut to two minutes.
later.”
talking to every salty-looking char
Have you added up the fringe
Information stored in the new
acter on the waterfront,” Fox went
benefits? They may equal 15 to
computer also can be used for dis
25 per cent of the salary, Mr. Fox
on.
tribution of records to county
Any executive, in justice to him
estimated. Job switchers should be
clerks for assessment of personal
alert to variations in insurance,
self, should consider each of the
property taxes, re-issuance of li
retirement, and profit sharing plans
following questions in weighing a
cense plates, and motor fuel tax
new job, Fox suggested:
and personnel policies.
distribution to counties.
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Eight new data transmission products
have been added to GE's DigiNet
Series of devices for converting busi
ness machine language to
cations signals and back again. The
data set shown
permits a tele
printer to "talk” to a computer.

Large-Scale Production of Digital Transmission Equipment

Planned by GE as First ‘Independent’ to Offer a Full Line
General Electric Company is go
ing full scale into production of
equipment for the digital trans
mission business. That was made
clear this winter when the com
pany announced eight new data
transmission products, supplement
ing four others introduced earlier
last year.
The new family of products,
called the “DigiNet Series,” are
solid state data sets or modems (for
modulator-demodulator). These are
digital transmission systems that
transform or encode information de
livered from punch card, paper
tape, magnetic tape, facsimile, tele
printer, and other machines into
voice-equivalent signals for trans
mission by wire, microwave, radio,
or satellite.
They will be used to translate
computer and business machine
language into special radio and
telephone signals for long distance
transmission and then reconvert
them at the other end. They in
clude voice-speed desk sets, which
permit computers to call automatic
ally and “talk” to other machines;
acoustic couplers for connecting
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portable teleprinters by telephone
to central time sharing computers
without special wiring; and high
speed devices for sending computer
information long distances via
microwave or satellite.
Other manufacturers (some 80
all) produce one or more of these
items. However, GE has become
the first “independent” (i.e., non
Bell) manufacturer of data equip
ment to offer a broad line.

Major markets
The principal market for the
equipment, according to Richard
P. Gifford, general manager
GE’s Communication Products De
partment, Lynchburg, Va., will be
the more than
independent
telephone companies across the na
tion. (Bell Telephone System com
panies buy from Western Electric
Company. However, the GE prod
ucts have been designed to be com
patible with comparable Bell prod
ucts wherever they exist.) Other
major markets will be industries
having their own private communi
cations systems, original equipment

manufacturers, and Government
agencies.
The need for data modems is
growing rapidly, paralleling the
growth of the computer industry.
It ranges between $20 and $50 mil
lion annually, depending upon the
type of equipment included, but is
expected to grow some tenfold over
the next five years, according to
Glenn R. Peterson, manager of mar
keting for the Communications
Products Department. Fewer than
one per cent of computers now in
operation are linked to remote ter
minals, Dr. Louis T. Rader, vice
president and general manager of
GE’s Industrial Process Control
Division, points out.

New financing plan
General Electric and Systems
Capital Corporation, a Phoenix- and
Philadelphia-based company spe
cializing in the development and
implementation of leasing pro
grams in various industries, have
signed an agreement that will make
several GE computer lines avail
able to users under one of the most
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comprehensive and flexible financ
plan is the flexibility in payment
the criteria from dimensional ac
ing plans available in the industry.
rates. According to Donald Bencuracy to a simulated performance
Under the new plan, GE will
coster, president of SCC, a user
range he had changed a fixed-price
sel GE-115s and GE-200- and GEmay elect to make higher or lower
contract into an open-ended ‘best
400-line computers to SCC, which,
payments at either the beginning
effort’ merry-go-round.”
in turn, will arrange for long-term
or end of his contract according to
Quality control men should avoid
leasing to computer users at a
his cash position and level out the
narrow, “black and white” stan
range of rental prices that diminish
total expense over the life of the
dards in approving suppliers, Mr.
as the length of lease increases.
contract. For instance, if a user
Finly suggests. One connector man
Four-year leases will be available
should find his programing ex
ufacturer remained on a “disap
at 92.5 per cent of each year’s stan
penses extremely heavy at initial
proved supplier” list for months be
dard rental cost, five-year leases at
installation of the system, he could
cause when his plant was surveyed
90 per cent, and six-year leases at
make lower payments at the begin
for a special fabrication the sur
85 per cent.
ning of his contract term and pro
veyor did not agree with his meth
portionately higher payments at the
od of handling raw material. “Re
end.
spect for the quality control pro
Savings to user
Other benefits to the user under
gram was destroyed, and the seri
As explained by Louis E. Wen
the SCC plan include:
ousness of the situation that de
gert, Deputy Division General
• User receives full investment
veloped was quite out of propor
Manager of GE’s Information Sys
tax credit during the first year of
tion to the original problem.”
tems Division, this means that a
usage plus the monthly rental sav
Sometimes an alert quality con
GE system that leases for a mini
ings listed.
trol man can be of real help to the
mum of one year for $13,260 per
purchasing agent. An instance: The
• Rates include unlimited use of
month (including maintenance
range of unit price for a device had
equipment.
costs) would, under the SC “4• Options to extend the contract
several dollars of gap between
5-6” plan, save the user from $1,000
buyer and seller. The yield of good
beyond four, five, or six years are
per month for a four-year term to
units from the total runs became
available on a monthly, semi-an
$2,000 per month for a six-year
the determinant that both sides
nual, or annual basis at decreasing
term. Furthermore, when these sav
would have to accept. The seller’s
rates—each succeeding year’s rate
ings are added to the full value of
quality control man pointed out
being 90 per cent of the previous
the seven per cent investment tax
that, while the yield was only 20
year’s rate.
credit, the compound savings
per cent, half of the balance be
• SCC will convert a user’s pres
amount to around $277,000 for a
came another salable item, an ob
ent annual rental plan to the “4-5six-year term, Wengert added.
servation that “was worth tens of
6” plan. Users will receive an im
Third party leasing in itself is
thousands of dollars to the buyer.”
mediate credit (retroactive to De
not a unique concept in the com
cember 5, 1967) amounting to the
puter field. However Wengert did
percentage savings they would have
point out two significantly different
received under the SCC plan for
Computer Program
features of the SCC plan.
the number of months their other
“For one thing,” he said, “there
annual plan was in force.
Surveyed
is virtually no third party intersper
The National Bureau of Stan
sion between General Electric and
dards
is undertaking a survey of
its user customer. Once the financ
Quality, Purchasing
services that provide for the ex
ing arrangement has been signed,
change of computer programs and
we continue to fulfill our role of
Cooperation Urged
program documentation.
service to our customer.” GE can
The purpose of the survey, which
Purchasing and quality control
supply a separate contract for main
is being conducted for the Tech
specialists should learn more about
tenance and all of its normal ser
nical Information Exchange of the
each other’s fields if each is to do
vices to the user and will assist
Bureau’s Center for Computer Sci
his own job better, Arnold
users in adding equipment and ex
ences and Technology, is to deter
Finly, senior contract administra
tensions or renewing the SCC
mine
the general nature of those
tor,
Sanders
Associates,
Inc.,
rec
lease.
services
offered, the types and num
ommends in the November issue of
Also users may purchase a sys
ber of computer programs in
Industrial Quality Control.
tem outright, rent on an annual
volved, and the extent to which
“I am reminded,” says Mr. Finly,
basis for a monthly use charge, or
program catalogs exist.
“of the quality control man I
arrange a long-term net lease with
The first phase of the survey will
trusted to work out his own in
Investment Leasing Services, Inc.,
consist of interviews with organiza
spection plan with one supplier. He
a wholly owned subsidiary of SCC.
tions that exchange, sell, or lease
didn’t know that when he changed
The second unique feature of the
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programs and documentation. These
will include computer- and in
dustry-centered users’ groups, gov
ernment agencies and their con
tractors, universities and nonprofit
organizations, private corporations
whose distribution is primarily in
ternal, and commercial corporations
dealing in programs, documenta
tion, or indexes. One result will be
a published roster of these program
exchange organizations.
The second phase of the survey
will involve interviews with a cross
section of computer users to deter
mine just how useful a master cata
log of all computer programs and
documentation available, giving the
source of each, would be to them.
Organizations that would like to
be listed on the roster of program
exchange organizations, that are in
terested in a master catalog of
available computer programs, or
that already publish catalogs or
indexes of their own are invited to
contact the National Bureau of
Standards Office of Technical In
formation and Publications, Room
A500/101, Washington, D.C. 20234.

Budget Consolidation

Technique Developed
A computerized system for the
consolidation of corporate budgets
or long-range plans is being offered
to clients by Bonner & Moore Asso
ciates, Inc., Houston, Texas.
The technique, known as the
CFP (consolidated financial plan
ning) system, utilizes an integrated
series of computer programs. The
user receives operating programs
organized for his application and
computer equipment, full docu
mentation for system use, and
training and consultation.
Once data have been entered,
long-range plans and budgets can
be consolidated in a matter of
hours. Total time of budget con
solidation can be cut by half, Bon
ner & Moore claim, and revisions
can be made in a tenth the usual
time. “What if?” questions can be
answered in a few minutes.
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Manufacturing
Companies Increase Their Use

Of Outside Directors; Other Firms Reduce It
It seems that manufacturing
companies are continuing the trend
toward outside-dominated boards
of directors, according to a study
analyzing the make-up, functions,
compensation, and legal status of
boards of directors. The study was
conducted jointly by the National
Industrial Conference Board and
the American Society of Corporate
Secretaries, Inc.
The study, which revises and up
dates a similar report issued in
1962, shows that outside directors
predominate on the boards of 63
per cent of the 456 manufacturing
firms studied, up from 61 per cent
in 1961.
Around 85 per cent of the 297
nonmanufacturing firms supplying
data for the study have a majority
of outside directors, but this shows
a decrease from the 91 per cent
figure in 1961.
Other noteworthy trends bought
out in the study include the fol
lowing:
• Although during the past few
years, many companies have re
vised and updated their by-law or
charter indemnification provisions
in an effort to broaden protection
for officers and directors, the in
creasing number of lawsuits against
directors of large companies may
still expose many of them to lia
bilities and legal expenses. There
fore, insurance policies are being
used to protect board members
against legal action. Eighteen per
cent of manufacturing and 17 per
cent of nonmanufacturing firms in
the study are now carrying insur
ance; most of these policies have
been taken out since 1961.
• More companies are establish
ing formal retirement policies for
their board members in an effort
to develop young, active boards.
Now around half of the firms par
ticipating in the study (as com
pared with only a fourth in 1961)
have age limits or other conditions
mandating retirement.

Almost as many companies have
retirement policies for their outside
directors
have them for em
ployee directors, although there are
wide variations from industry to
industry. The study found that age
limits for employee directors usu
ally are lower than those for out
siders, and the retirement ages for
directors are generally lower in
manufacturing companies than in
nonmanufacturing concerns.

Fees still low
• Although compensation has in
creased substantially since 1961,
with manufacturing companies gen
erally paying the highest fees (me
dian per-meeting payment, includ
ing meeting fees and annual re
tainers, has jumped from $200 in
1961 to $400), the study found that
in many cases there is still a feeling
that compensation remains well be
low what the directors’ time and
talents are actually worth. Annual
retainers are gaining popularity,
but per-meeting fees remain the
more common means of compen
sating outside directors for board
service.
In the majority of companies sur
veyed, employee directors who
serve on their companies’ boards
do not receive extra compensation.
Less than one-fourth of the par
ticipating manufacturing companies
(a smaller proportion than was
shown in past studies) pay em
ployee directors for service on the
board.
• Directors in almost 90 per cent
of the firms are elected to one-year
terms, according to the study. Most
of the remaining ten per cent of
the firms elect directors for stag
gered three-year terms. The majority
of cooperating companies in prac
tically every nonmanufacturing in
dustry also elect their directors to
one-year terms, except in the in
surance industry, where three-year
terms are more common.
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